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Annual Report to Shareholders 


The year 1965 began with encouraging prospects. However, despite record sales, the expected 
financial returns were not realized and the operations of the company resulted in a net loss of 
$1,623,738 as shown in the accompanying financial statements. 


The loss is attributed to unfavorable developments during the last four months of the year 
in the prestress-precast concrete division of one subsidiary — Spancrete, Limited —- where manage- 
ment and internal functions proved to be inadequate to cope with the pressures of an expanding volume 
of business. Almost entirely due to contracts negotiated earlier in the year under review, this divi- 
sion’s operations resulted in a loss of $2.2 million including depreciation. The cost of fulfilling the 
obligations represented by these contracts has been heavy but the directors felt it was essential to 
maintain the confidence of the company’s customers. 


In the consolidated profit and loss statement, this loss is reduced by the overall profits from 
other operations, including the resultant tax savings. The Cal-Sil Products Division, now wholly- 
owned, is included in the consolidation for the first time. 


CANADIAN OPERATIONS 


As was indicated in the letter to shareholders on February 25, 1966, concerted action has been 
taken by the directors to correct the situation at Spancrete. Monthly losses have been reduced and 
Price Waterhouse & Co. is providing professional assistance in establishing a sound basis for a 
renewal of orderly growth. 


Operations of the other Canadian divisions of the company were satisfactory. Although sales 
of the Lime Ridge Division were down slightly, management was able to maintain profits at approx- 
imately the level of the preceding year. Sales of the Goyer Quarry Division again reflected near 
capacity operations. 


The Dulude Quarry Division was affected early in the year by disruptions caused by the instal- 
lation of additional equipment but sales in the last half benefited from the doubling of capacity. 


The Cal-Sil Products Division was affected by a temporary shut down of its plant caused by 
a failure of one of its four autoclaves. By readjusting manufacturing procedures, the full effect of the 
loss of the autoclave was not felt and, in spite of the reduced capacity, sales of the division’s calcium 
silicate bricks showed a slight increase. Financial results also were better than in the preceding year. 


AMERICAN OPERATIONS 


Plattsburgh Construction Corp., which is engaged in the building of roads and bridges, had 
a successful year. Earnings of Plattsburgh Quarries Inc. and Plattsburgh Ready-Mix Corp. reflect the 
write-off and/or sale of certain equipment no longer required in the operation. 


Operations conducted by International Lime & Stone Corporation at Chazy, N.Y., were trans- 
ferred to the Plattsburgh Quarries site and the property at Chazy, containing substantial deposits 
of high-grade calcium limestone and roadstone, is being held in reserve. 


FINANCIAL DEVELOPMENTS 


At mid-year the company sold an additional issue of $1,000,000 of 612 percent 20-year sinking 
fund debentures. It also issued 87,314 common shares at $5.00 a share pursuant to a rights offering 
which expired June 1, 1965. The net proceeds from the sale of the debentures and the common 
shares were used principally to retire bank loans of subsidiary companies, to acquire additional land 
and stone deposits in the Montreal area and other working assets. 


Earlier in the year the 49 percent minority interest in Cal-Sil Products was acquired. This pur- 
chase was financed by the issue of 2,400 six percent cumulative redeemable junior preferred shares 
($50 par value) at par and 20,000 common shares at $5.50 per share. 


The balance sheet as at December 31, 1965, shows a working capital deficiency of $164,306 but 
the support of the company’s bankers and of its majority shareholder is such that its ability to carry 
on is not endangered. However, because of the maintenance of working capital provisions in the trust 
deeds governing the company’s debentures, it has been necessary to defer dividend payments on the 
cumulative preferred shares. These dividends are accruing to the benefit of preferred shareholders. 
The payment of these arrears and the resumption of quarterly payments is a prime objective of the 
directors. 


REALIGNMENT OF SUBSIDIARIES 


Late in 1965 all the company’s Canadian operations, with the exception of St. Bruno Transport, 
Inc., were combined under one Canadian subsidiary — Spancrete, Limited. In the United States, Inter- 
national Lime & Stone Corporation and Plattsburgh Quarries Inc. were merged and their operations 
consolidated. 


This streamlining of the corporate structure should achieve operating economies and has helped 
to rationalize the group’s tax position. 


THE OUTLOOK 


Consolidated results for 1966 will depend largely on the successful introduction of new man- 
agement and of more effective estimating procedures, cost accounting practices and production con- 
trol in the prestress-precast concrete division. This division now is in a position to actively seek 
business and to rebuild its backlog of orders. All orders on the books when the heavy losses first 
became apparent last October have been completed and new contracts negotiated since the close of 
the fiscal year have been on a more favorable basis. However the ability of the prestress-precast 
concrete division to cover its fixed and overhead costs at a reduced volume, as well as costs in con- 
nection with the reorganization, will influence 1966 earnings. The directors believe the cash flow 
from other divisions will be more than sufficient to meet this temporary situation and are confident 
that the prestress-precast operations are capable of becoming important contributors to consolidated 
profits in the future. 


The outlook for all other divisions in 1966 is good. Sales of the Lime Ridge Division, which 
produces lime, pulverized limestone and crushed roadstone, have shown improvement in the first quar- 
ter. Dulude Quarry will have the advantage of enlarged facilities and, together with Goyer Quarry, 
will operate at capacity for the full year. 


Cal-Sil’s sales have shown a substantial increase in the first quarter and, for the balance of 
the year, production should reflect the benefits of the replacement autoclave which is due to come 
into operation this Spring. Plattsburgh Construction Corp. entered 1966 with a substantial backlog 
of orders and the outlook for sales of roadstone and ready-mix concrete by the other U.S. subsid- 
iaries is satisfactory. However, prospects for asphalt sales in their marketing area are not so encour- 
aging over the short-term. 
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their encouragement and support. 


On behalf of the board, 


March 28, 1966 (Sgd.) F. RONALD GRAHAM, President 


DOMINION LIME, TIotD. 


AND SUBSIDIARY COMPANIES (NOTES 1 AND 2) 


(Incorporated under the Quebec Companies Act) 


AGS Sse ales 


CURRENT 
Cash on hand and in bank 


Accounts receivable — Trade 


Taxes on income recoverable (note 3) ........--).......-e- 


Inventories — Finished product (at the lower of cost 


Or net realizable;valuc) ieyeee eee 


— Work in process (at the lower of cost 


Of net realizable valtic) eee eee 


Supplies (at cost) 


Prepaid expenses .. 


FIx—ED — At cost 


Land and stone deposits 


Less Accumulated ‘depletion == eee 


Buildings, plant and machinery ..........................2. 
Less: Accumulated depreciation . 


Mobile equipment 


Less; Accumulated depreciation =... 


1,376,180 


484,214 


6,679,623 


3,206,760 


132,536 


1,167,234 


INVESTMENT IN AND ADVANCES TO UNCONSOLIDATED SUBSIDIARY 


COMPANY (at cost) 
Cal-Sil Products Ltd. (note 1) 
OTHER 


Excess of purchase consideration over book value of assets of sub- 


sidiary company at date of acquisition . 


Deferred charges 


Purchase fund for the retirement of 534 % preferred shares .......... 


1965 1964 
52,089 165,556 
3,279,685 1,802,774 

81,406 a 

280,013 135,877 
234,981 588,762 
413,669 283,330 
43,053 43,095 
4,392,556 3,019,394 
891,966 621,513 
3,472,863 2,675,319 
565,302 497,748 
— 120525 
1615376 161,376 
72,598 70,515 
21,785 2,907 
$9,578,446 $7,560,297 


Approved on behalf of the Board 


(Sgd.) F. R. GRAHAM, Director 
(Sgd.) T. A. RouRKE, Director 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31 


Pie AnB ILI elses 


CURRENT 1965 1964 
Bank loans (partly secured and partly guaranteed)... iw... 2939200 127,800 
PA COOUNTS Pa VaDiovaNd aCCIued CHATSeS 660. hesss reat ee akan couse vse 1,982,713 1,114,697 
Current portion of term debt... er RON ake ate ns he Per 234,949 314,699 
DU UenStpAaVAl Cte ee ee Sa sncch Gika rk an ieiane: “= C# Sia) 
Pte SEEM T NCUORITO@MEER (fen ti en Rete yo Mes oy me os sa euddcndb dea laa a 206,401 
4,556,862 17 65,522 
eR BW TIOLG Gee) ro, eee Ee Aah hoc Steer icvtcoaths sas UR 2,630,033 2,261,482 
MINORITY SHAREHOLDERS’ INTEREST IN A SUBSIDIARY COMPANY ...... 46,271 6,236 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized: 
37,500 534% Cumulative redeemable preferred shares of 
a par value of $20.00 each (note 9) 
15,000 6% Cumulative redeemable junior preferred shares 
of a par value of $50.00 each (of which 6,300 
shares were issued and subsequently redeemed) 
—- (note 9) 
600,000 Common shares of a par value of $1.00 each 
(note 5) 
Issued and fully paid: 
5%4 % PREFERRED 
37,500 Shares é . 750,000 750,000 
, 6% JUNIOR PREFERRED 
6,300 Shares issued prior to January 1, 1965 315,000 
2,400 Shares issued for cash during the year 120,000 
__ 8,700 econ 435,000 315,000 
Common 
414,070 Shares issued prior to January 1, 1965 414,070 
109,814 Shares issued for cash during the year 109,814 
523,884 523,884 414,070 
CONTRIBUTED SURPLUS — Per statement attached 899,103 431,115 
EARNED SURPLUS (deficit) — Per statement attached (596,756) 1,297,507 
CAPITAL SURPLUS — Per statement attached oe 049 7 316,565 
$9,578,446 $7,560,297 


The accompanying explanatory notes are an integral part of these financial statements. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Dominion Lime Ltd. and subsidiary companies as at 
December 31, 1965 and the consolidated statements of profit and loss and surplus (deficit) and source and applica- 
tion of funds for the year ended on that date and have obtained all the information and explanations which we 
have required. Our examination included a general review of the accounting procedures and such tests of account- 


ing records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown 
by the books of the companies, the accompanying consolidated balance sheet and consolidated statements of profit 
and loss and surplus (deficit) and source and application of funds are properly drawn up so as to exhibit a true 
and correct view of the state of the affairs of the company and its subsidiary companies as at December 31, 1965 
and the results of their operations for the year ended on that date, in accordance with generally accepted account- 


ing principles applied on a basis consistent with that of the preceding year. 


Montreal WEIR, DUNCAN & Co. 


March 28, 1966 


Chartered Accountants 


19 @ I MEEINGE@ Ng erie ler ele: 


CONSOLIDATED STATEMENT OF TRADING AND PROFIT AND LOSS 
YEARS ENDED DECEMBER 31 


1965 1964 
SALES De eee le eo ee ae ae 12,246,004 6,697 ,682 
CosT OF SALES = ne Scene cee 13,011,955 5,395,700 
Gross INCOME (LOSS) FROM OPERATIONS 5.2.) es eee (765,951) 1,301,982 

Additional charges (credits) to income: 

Interest on-term: debt. .,.0.4 0228 oe ee 167,304 150,996 
Depreciation ........ hic Ly, ee ee wa Aira Gee an 699,511 S37021 
Depletion’, sis; 2 cscs eae eS ce 89,504 67.299 
Provision for hens of) taxes on income ..... Re AS Se (105,858) 253,698 
850,461 1,009,614 
NET INCOME (JEOSS)) FROM OPERATIONS seman ee (1,616,412) 292,368 
Income accrum se ito WMINOLity IMtereS tiene ee re ees e320 2,497 
NET INCOME*(L0SS) FOR THE YEAR ie) ee eee ($1,6233738)" $289,871 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


— 1965 — 
Balance at credit —— January 119655 43.115 
Add: Premium on issue of common shares .......................:c:00cces 467,988 
Balance at credit —— December 317196592) ee $ 899,103 


CONSOLIDATED STATEMENT OF EARNED SURPLUS (DEFICIT) 


Balance at cred —January 15 1965p ee 1,297,507 
Less: Amount thereof attributed to minority interest ................... 21,447 
Parent company’s portion of deficit account of subsidiary 
company not previously consolidated ............................ 105321 
Prior years smcome: taxead[USUmCHtSin ee ee 23,886 
Net loss for the year ... re ee CR RNA! a hy Bi 1,623,738 
Financing expenses = ee oe eee ee ee er eee 1799 
Discount on issue of 642% sinking fund debentures 
SeTIeS C7 52 Rea ae, Ba eee ee 50,000 
Dividends on 5%4 % preterred Shares mi ere 32,344 
Dividends, on 67% junior spreterredsshatesue seater Listas 
Premium paid on series “A” debentures redeemed during 
the. Year velco Oe eee eee 435 
Organization expense written Olt sen ee ere ene 1,718 1,894,263 


Balance at (debit) —= December. 5 ly 1965 45. eee ($ 596,756) 


CONSOLIDATED ANALYSIS OF CAPITAL SURPLUS 
Exchange differential on investment in U.S. lg ea companies 


otherwise elimimated on consolidation )..075 9 eee 31,903 
Excess of book value over purchase consideration on acquisition of 

outstanding shares of subsidiary companies 0.2.0... 120727. 
Capital profit realized upon redemption of notes Sag of subsidiary 

companies . CR ee ee Nee 184,199 

336,829 

Less: Investments written off , enc h hin oda eee te 2,780 

Balance af credit — December*3 1.91965 = ee $ 334,049 


The accompanying explanatory notes are an integral part of these financial statements. 


DOMINION LIME L'T'D. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED DECEMBER 31, 1965 


SOURCE OF FUNDS 


Net loss for the year ......... Ses cd Pee ee ee (16232135) 
Less: Income accruing to minority interest ....... 7,326 (1,616,412) 
Charges to operations not requiring cash outlays: — 
Depreciation and depletion 789,015 
Loss on disposal of fixed assets ................... 14,338 
Dectcase, indeterred-chargess. 2.45046 31,160 834,513 (781,899) 

Proceeds from disposal of fixed assets Faia 216,496 

Proceeds from issue of 642% sinking fund debentures series “C” 950,000 

Proceeds from issue of capital stock: — 

Parent company’s preferred shares 120,000 
iad eCHURCOMI Palhy SeCOMMMONESHATCS tact Oreevner aaa eee ol sre 559,070 
Subsidiary company’s common shares 00.00. 30,649 709,719 
1,094,316 
APPLICATION OF FUNDS 
Additions to fixed assets: — 
Land and stone deposits : 334,958 
Buildings, plant and machinery ....... 533,475 
IVEGDN GBC PINIeTLt aati Niu oti terone 213,435 1,081,868 
Foreign exchange adjustment arising upon realization of inter-com- 
pany notes and advances 4,876 
Purchase of shares previously held by minority interest in sub- 
sidiary company .. 188,250 

Retirement of term bank loans of subsidiary companies .. 860,596 

Retirement of purchase money mortgages ...... Fe ee es 143,949 

Partial redemption of 612% sinking fund debentures series “A” 62,935 

Partial redemption of 612% sinking fund debentures series “B” 25,000 

Pivicielicemoneprelert CCms arcs ee ay 9 ye0 B. detente any emtevomatens ane 50,119 

Purchase fund for the retirement of 554% preferred shares 18,878 

Financing expenses... oer oe Le Tae he) 

Prior years’ income tax adjustments 23,886 2,477,956 
DECREASE IN WORKING CAPITAL ae ete eee 1,383,640 
WORKING CAPITAL AS AT JANUARY 1, 1965 1,251,072 

Less: Working capital deficiency of subsidiary company not pre- 

viously consolidated 31,738 1,219,334 
WORKING CAPITAL DEFICIENCY AS AT DECEMBER 31, 1965 ($ 164,306) 


Ne 


i) 


eS) 


5 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


The consolidated financial statements for 1964 did not include the accounts of Cal-Sil Products Ltd. except to 
the extent of the investment therein. 


Recognition has been given to the official rate of the U.S. dollar relative to the Canadian dollar in consoli- 
dating the American subsidiaries on the basis that 92.5 cents U.S. equals $1.00 Canadian. 


The provision for income taxes recoverable has been calculated after claiming capital cost allowance which 
is greater than depreciation and depletion recorded in the accounts for the year 1965 by $109,366. 


Due within 
TERM DEBT Gross one year Net 
64% Sinking fund debentures series “A” due 1982 ................ $1,062,500 $ 62,500 $1,000,000 
6% % Sinking fund debentures series “B” due 1983 ................ 450,000 25,000 425,000 
614% Sinking fund debentures series “C” due 1985 ................ 1,000,000 — 1,000,000 
Purchase money mortgages (secured) 
AG = AE! 1966, Sa ee ee ee 43,243 43,243 — 
Som duewl9 66m eet rer en eR RE Sree Me et an OO vee 48,500 48,500 — 
6% due 1966 ...... De bines Shs oO Nigh es en 5,250 5,250 — 
6%adue 1966. an duel 9 G7 eee eee ere ene 105,000 15,000 90,000 
6%. duest966) tol 9. 68einGlusive mess eee eee 68,000 24,000 44,000 
69. dues 1966. to" L969 sinclusivcme ee teen ee 31,156 7,789 23,367 


62or duehl966eton 9 79 MiNCIUSi Vc meee terre etre cere eee 515333 3,667 47,666 
$2,864,982 $234,949 $2,630,033 


43,030 unissued common shares are reserved as follows: — 


(a) 37,530 shares for possible issuance against an equivalent number of outstanding warrants at a price of: — 
$ 8 per share if exercised on or before February 1, 1968 
$10 per share if exercised thereafter and on or before February 1, 1972; 


(b) 5,500 shares for possible issuance under the executive and key employee stock option plan at $5 per 
share exercisable as follows: — 
500 shares on or before February 1, 1966 
1,000 shares in the year ending February 1, 1967 
4,000 shares on or before February 1, 1967. 


The trust agreements pursuant to which the 642% sinking fund debentures series “A”, “B” and “C” are issued 
contain provisions preventing the payments of any cash dividends or redemption of preferred stock by the com- 
pany which would have the effect of reducing the consolidated net current assets (as therein defined) below 
$750,000 or reducing the aggregate of the capital stock and all consolidated surpluses below $4,000,000 except 
that cash dividends may be paid on the presently authorized preferred shares provided that this does not re- 
duce the consolidated net current assets below $750,000 or the aggregate of the capital stock and all con- 
solidated surpluses below $2,580.000. 


Annual equipment rentals including provincial sales taxes under long-term leases in effect as at December 31, 
1965, for each of the periods shown below are as follows: — 


1966 sph cate eect eee ee $168,600 
1967 and 19682 eee a. 162,842 
1969: Nes, aoe on eee eee wees 157,626 
1970. sone. te Mea eee 137,306 
197 ch Se 126,016 


No provision has been made in the accounts for a legal suit instituted against a subsidiary company in the 
amount of $300,000 for alleged damages resulting from suspension of deliveries on a contract for a total 
amount of $32,000. On the other hand, the subsidiary company had previously registered its privilege for 
materials delivered and has since instituted action thereon. The subsidiary company’s solicitors believe that a 
satisfactory outcome will be achieved. 


Dividends in arrears as at December 31, 1965 were as follows: 
5°4.7%o Preferred shares sere ee $ 10,781 
6% Junior Preferred shares ................ 6,525 $17,306 
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